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According to El Financiero International weekly business newspaper, independent manufacturers
of automobile parts in Mexico, which number about 500, face mixed prospects after the North
American Free Trade Agreement (NAFTA) is implemented. While NAFTA has the potential to
increase sales to the US, Mexican manufacturers could also face increased competition in the
domestic market from US and Canadian producers of such auto parts as fuel pumps, windshield
wipers and complete engines. Figures from Banco de Mexico (central bank) indicate that in 1991
Mexican manufacturers shipped US$4.9 billion in auto parts to the US, third only to Japan and
Canada. The final version of NAFTA provides for a number of safeguards for the Mexican auto
parts industry, including a 10- year phase-out of Mexican import tariffs. US tariffs would drop to
between zero and 2.5% immediately upon implementation of the treaty in 1994. In addition, the
treaty allows Mexican legislation to remain in force during a transition period through the year
2004. The legislation requires cars manufactured in Mexico to contain at least 34% domestic content,
which would be reduced to 29% over the next 10 years. The legislation also contains a requirement
that foreign auto makers export more than the value of the goods they bring into the country. Under
NAFTA, the export requirement will be reduced from US$1.75 to US$1.50 for every US$1.00 of
goods brought into the country. The rate will eventually be lowered to parity. This requirement will
ensure that foreign auto makers look to Mexican suppliers for the models produced in Mexico. The
forecast for the domestic automobile market is favorable, which could have positive repercussions
for Mexican auto parts manufacturers. According to estimates by the National Auto Parts Industry
Association (INA), the ratio of cars per 1,000 people could increase to 120 by the year 2003 if GDP
continues to grow. INA figures suggest there were 79 cars per 1,000 people in 1992. (Source: El
Financiero International, 01/18/93)
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